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DIRECT TESTIMONY
OF
MELANIE A. ACORD

Q. Please state your name and business addr ess.

A. My nameis Mdanie A. Acord. My business addressis 106 East Second Stret,
Davenport, lowa 52801.

Q. By whom are you employed and in what position?

A. | am employed by MidAmerican Energy Company (MidAmerican or Company) asa
Senior Trangtiond Pricing Anayd.

Q. Please describe your educational and employment background.

A. | am a graduate of the University of lowa, where | recelved a Bachelor of Science Degree

in Mechanical Engineering in 1981. | have been employed & MidAmerican or its
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predecessor company since May 1981. From May 1981 until July 1985, | was employed
as an Engineer in the Company’s Mechanicd Design Divison. My work involved
evauating contract guaranteed performance of the equipment and systems of the Louisa
Generating Station.

From July 1985 to August 1993, | was employed as an Engineer in the Gas
Engineering Divison. | was responsible for gas distribution engineering, cathodic protection,
and digtribution dispatching in the lllinois and Davenport digtricts, as well as gas network
andydsfor dl digrictsin the Company.

From September 1993 through August 1995, | was Superintendent in Customer
Service where | was responsible for the management and operation of the Cal Center,
Credit, Collections, and Customer Offices.

From September 1995 to January 1999, | was an Energy Consultant responsible for
contacts with large industrid customers including contracts, rate gpplications, and the
provison of technica services.

Between February 1999 and December 1999, | was employed as a Project Team
Leader in the Customer Choice group, where | wasinvolved in process design for Illinois
Customer Choiceinitiatives.

In December 1999, | accepted the pogition of Senior Trangitiond Pricing Andyst. In
this capacity | have the responsibility for development of MidAmerican's dectric tariffs.

What areyour current responsbilities as Senior Transtional Pricing Analyst?
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A. | have generd responghilities for the development of tariff filings related to the Illinois
Cugtomer Choice legidation including changes and additions to provide unbundled metering
service to non-residential customers.

Q. What isthe purpose of your direct testimony?

A. The purpose of my direct testimony is to sponsor and describe MidAmerican's

» Reddentid Ddivery Services Implementation Plan;

» ddivery sarvices tariff modifications associated with resdentid delivery service;

= functiond cost of service sudy in this Docket;

= dlocation of these functionaized cogsto rate classes; and

= ddivery sarvicesrae desgn.

In addition, | will provide a brief overview of MidAmerican's overdl filing in this Docket.

Overview

Q. Please provide an overview of MidAmerican’sresidential delivery servicesfiling.

A. MidAmerican'sfiling is made pursuant to Sections 16- 105 and 16-108 of the Public Utilities

Act enacted as part of the Electric Service Customer Choice and Rate Rdlief Act of 1997
(Act). The generd purposes of the filings are to propose a Residentid Ddlivery Services
Implementation Plan pursuant to Section 16-105; to propose resdentid delivery services rates,
terms, and conditions pursuant to Section 16-108 of the Act; and to propose various revisions
to MidAmerican's exiging Ddlivery Services Tariffs, including revisons to existing retes.

In addition to my own testimony outlined previoudy, the filing contains testimony  of the
following witnesses

Rate base, income statement, and revenue requirement — Rick R. Tunning

Capita structure — James M. Behrens
Cost of Equity — Dr. Roger A. Morin, Ph.D.
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Accompanying the filing are MidAmerican’s responses to two series of Staff data
requests. One series (AD-001 through AD-056) deds with MidAmerican's revenue
requirement and genera information. The other series (FIN-001 through FIN-009) deals with
capital structure and cost of capitd issues. These data requests roughly pardld the
Commission’sfiling requirements in the first round of delivery services proceedingsfiledin

March, 1999.

Residential Delivery Services | mplementation Plan

Q.

Q.

IsMidAmerican filing a Residential Delivery Services Implementation Plan at this

time?

Yes, the Resdentia Ddlivery Services Implementation Plan (Plan) is MidAmerican Exhibit No.

1.1.

Why isMidAmerican filing a Residential Delivery Services I mplementation Plan with

the Commission?

MidAmerican isfiling this Plan pursuant to the requirements of Section 16-105 of the Act.

Section 16-105 of the Act provides
To ensure the safe and orderly implementation of delivery services, each dectric utility
shdl submit to the Commission no later than...August 1, 2001 a ddivery services
implementation plan for resdentid customers. The ddivery services implementation
plan shdl detall the process and procedures by which each dectric utility will offer
ddivery services to each customer class and shdl be designed to insure an orderly
trangtion and the maintenance of reliable service. The Commission shall enter an order
gpproving, or gpproving as modified, the ddivery services implementation plan of each
electric utility no later that 60 days prior to the date on which the eectric utility must

commence offering such sarvice.

Please describe the contents of the Plan.
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A. MidAmerican’s Plan for resdentid cusomersis smilar to the implementation plan for non+
resdential customers approved in Docket Nos. 99-0122/0130 (Consolidated). The Act states
the purpose of the Plan isto insure “an orderly trangtion (to delivery service) and maintenance
of reliable service” Mogt of the processes and procedures required to implement residentia
ddivery sarvices have dready been implemented as part of the trangtion to non-residentia
delivery sarvices. Therefore, MidAmerican's Resdentid Delivery Services Implementation Plan
concentrates on the relatively few areas which are unique to resdentia ddivery services.
MidAmerican’s Plan covers the following topics.

Customer Education

Supplier Regidration

Load Profiling

Customer Switching

Metering

Billing

Financid Settlement

Reease of Customer Information
Disconnection and Reconnection of Service
Return to Bundled Service
Miscellaneous Operationa 1ssues

Q. How isthe Plan written?

A. The Plan iswritten in a question and answer format. Each section describes important issues
related to the topic being described and responds to questions related to how each section of
the Plan will be implemented.

Ddlivery Services Tariff Modifications

Q. IsMidAmerican filing any modificationsto its existing Delivery Services Tariffs?
A. Yes. Modifications to MidAmerican's existing Delivery Services Tariffs are included as

MidAmerican Exhibit No. 1.2. Pages 1 through 26 of MidAmerican Exhibit No. 1.2 are the

-5-
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modifications to MidAmerican's existing Energy Ddlivery Services Taiff, Ill. C. C. No. 3 [Tariff
Schedule EDS]. Peages 27 through 34 are the modifications to MidAmerican’s existing Supplier
Energy Ddivery Service Taiff, Ill. C. C. No. 4 [Tariff Schedule SEDS]. Pages 35 through 41
are the modifications to MidAmerican's existing Supplier Meter Services Tariff, 1ll. C. C. No. 5
[Taiff Schedule SMS).

Why isMidAmerican filing these Delivery Services Tariffswith the Commission?
MidAmerican is making this filing pursuant to Section 16-108 of the Act, which provides that
electric utilities must file a ddivery services tariff with the Commission at least 210 days prior to
the date that the utility is required to begin offering such services pursuant to the Act.
Subsection 16-104(a)(4) provides that dectric utilities mugt offer ddivery servicesto dl
resdentia retail customers on or before May 1, 2002.

Please describe MidAmerican’s existing Delivery Services Tariffs.

MidAmerican has three Ddlivery Services Tariffs which include the rates, terms, and conditions
associated with unbundled delivery servicesto nontresdentid cusomers. Tariff Schedule EDS
governs the relationships between the Company and its delivery service cusomers. It includes
MidAmerican's ddivery services rates, aswell asarider for those ddivery services cusomers
who aso sdect MidAmerican as their unbundled meter supplier.  Tariff Schedule SEDS
governs the relationships between the Company and suppliers providing power and energy on
the Company’ s ddivery system. Tariff Schedule SMS governs the relationships between the
Company and suppliers of unbundled meter services. Tariff Schedule EDS and Tariff Schedule
SEDS wereinitially approved in Docket Nos. 99-0122/0130 (Consolidated), MidAmerican's

initid Delivery Services Tariffs proceeding. Tariff Schedule SMSwasiinitidly approved in

-6-



133

134

135

136

137

138

139

140

141

142
143
144
145
146
147
148
149
150
151
152
153
154
155
156
157
158
159
160
161
162
163

164
165

MidAmerican Exhibit No. 1.0

Docket No. 99-0013, which addressed (among other things) unbundied meter services. The
Commission has gpproved revisons to dl three tariffs snce those initid proceedings

Please describe briefly the proposed revisionsto MidAmerican’s Delivery Services
Tariffs.

The revisons proposed to MidAmerican' s exiging tariffs to provide for resdentid delivery
sarvices are rdatively minor. Proposed revisons to MidAmerican' srates, including the addition
of aresdentid delivery servicesrate, will be described in subsequent sections of this testimony.
Revisad terms and conditions are proposed in the following aress:

Taiff Schedule EDS

= Tableof Contentsto reflect changes (Sheet No. 1)

= Definition of “residentia cusomer” (Sheet No. 4.10)

= Avalahility of service to resdentia customers and combination of “Customer Eligibility”
and “Avallability” (Sheet No. 6)

= Switching window for resdentid customers returning to bundled tariff services (Sheet
No. 10)

= Clarification of multiple Direct Access Service Requests (DASR) received for same
effective date (Sheet No. 11)

= Addition of interva metering requirement for Rate SS and Rate P (Sheet No. 15)

= Cugtomer class definitions (Sheet No. 16 and 16.10)

= Late payment deadlines and minimum charge (Sheet No. 17)

= Ddivery services rates (Sheet Nos. 18, 19 and 20)

=  Patid service rates for resdentia customers (Sheet No. 21.10)

= Pricing for resdentia customers on interim supply service (Sheet No. 29)

= Return to Bundled Services (Sheet No. 30)

» Interva datarecordersfor Rate SS and Rate P and modem for Rate P (Sheet No. 40)

= Metering service charges per meter (Sheet No. 41)

= Revisonin charge for adjusment for primary metering (Sheet No. 42)

= Metering Sarvices avallability for nonrresidential customers (Sheet Nos. 2, 4.10, 14,
15, 18, 21, 25.10, 26, 30, 37, and 38)

Taiff Schedule SEDS

= Definition of “resdentid customer” (Sheet No. 6)
= Education provisonsfor Retall Electric Suppliers (RES) and Customer Self Managers

-7-
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166 (CSM) (Sheet No. 11)

167 = Switching window for resdentia customers returning to bundled tariff services (Sheet
168 No. 18)

169 » Claification of multiple Direct Access Service Requests (DASR) received for same
170 effective date (Sheet No. 19)

171 = LossFactors (Sheet No. 41)

172 =  Metering Services avallability for nonresdential and residentia customers (Sheet Nos.
173 5.10 and 22)

174

175 Taiff Schedule SMS

176 » Claification of multiple Direct Access Service Requests (DASR) received for same
177 effective date (Sheet No. 19)

178
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=  Meteing Services avalahility for nonresidential and residentia customers (Sheet Nos.
2,4, 22,28, 29, 30)

My testimony will describe changes discussed in the Delivery Services Tariffs on each of the
above topics.

Please describe MidAmerican’s proposed changesto the Tariff Schedule EDS.

Sheet Nos. 2, 4.10, 14, 15, 18, 21, 25.10, 26, 30, 37, and 38 include revisions which reflect
availability of metering services by Meter Service Suppliers (MSP) to non-residentia customers
only, not to resdentia customers.

On Sheet No. 4.10, MidAmerican proposes to add a definition of the term “residentia
customer.” The proposed definition would correspond to the definitionsin MidAmerican's
exiging bundled service resdentid tariffs. The same definition has been added to Tariff
Schedule SEDS and Tariff Schedule SMS.

On Sheet No. 6, language has been added to the “ Availability” section making
unbundled ddivery services available to both residentia and non-resdential customers. The
“Cugtomer Eligibility” section on Sheet No.7 moved to Sheet No. 6 and has been modified to
indicate dl new and existing customers are digible for ddivery services.

Sheet No. 10 has been revised to alow requests to return to bundled tariff service by
resdentid customersto bewaived if outsde the DASR window.

On Sheet No. 11, the revision has been made to clarify that DASRswill be rejected for
the same effective date once a DASR has been accepted for that date.

On Sheset No. 15, arequirement for interva metering has been added for Rate SS, Rate

P, and for customers electing partia service under Options 2, 3, or 4.
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Sheet Nos. 16 and 16.10 have been revised to include a definition of residential Rate R.
The detailed qudifications for resdential service are taken from MidAmerican's existing bundled
sarvice tariff.

Sheet No. 17 has been revised to identify differing late payment deadlines for resdentia
and non-residential customers, in accordance with 11l. Adm. Code Section 280.90 (¢). In
addition, language was added regarding minimum monthly bills for delivery services cusomers.

As discussed subsequently, the rates on Sheet Nos. 18, 19, and 20 have been revised
to coincide with MidAmerican’s proposed revenue requirement and rate design in this
proceeding.

On Sheet Nos. 21.10 and 29, pricing for partid service and interim supply service,
respectively, have been added for resdentia customers.

The “Return to Bundled Services’ language on Sheet No. 30 has been revised to note
that resdential customers may return to bundled services at any time.

Sheet No. 40 has been revised to require interval data recorders for Rate SS and Rate

On Sheet No. 41, monthly meter service charges have been revised to pricing by
metering type. On Sheet No. 42, the adjustment for primary metering was revised and
additiond language was included to address primary meter adjustments for customers with
secondary metering.

Does MidAmerican plan to unbundle metering servicesfor residential customersin
this Docket?

No, MidAmerican is not planning to unbundle metering services for resdentid cusomersin this

-10-
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Docket. MidAmerican doesnot believe it has the authority to unbundle metering services since
the order in Docket No. 99-0013 was to unbundle non-residentid metering services.
IsMidAmerican proposing to allow residential customersto select partial service?
Yes. Residential customerswill be permitted to take partia service in accordance with 16-104
(e) of the Act. Resdentid customerswill have the same metering requirements as non-
resdentid customers under partid service.

What conditions must be met in order to accommodate this?

Ddivery sarvice customers decting to purchase a portion of their power and energy from an
aternate supplier and the remainder from the Company must designate a constant percentage of
the customer’ stota load to be purchased from aternate suppliers. In addition, customers must
have intervad metering in place a thair premise.

Why isMidAmerican requiring that interval metering bein place for a customer to
switch only part of their load to an alter nate supplier?

MidAmerican will require that customers switching only part of their load to an dternate supplier
nominate the percentage of the load they are switching. This congtant percentage of load will be
applied on an hour by hour basis to determine the amount of energy that customer purchased
from their supplier and the amount of energy purchased from the Company under bundled tariff
rates. Asthe amount of load purchased from the supplier will vary on an hour by hour bes's,
MidAmerican needs an interva recorder on the premises for the purpose of calculating energy
imbaances on the portion of the load purchased from the supplier.

Will residential customer s be allowed to have multiple suppliers?

Y es, multiple suppliers will be able to serve resdentia customers under the same requirements

-11-
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as non-resdentid customers. An energy supply coordinator will be required for any customer,
resdentia or non-resdentia, having more than one supplier.

Please describe MidAmerican’s proposed changesto Tariff Schedule SEDS.

Sheet Nos 5.10 and 22 include revisons which reflect availability of metering services by
MSPs to non-residential customers.

A definition of “resdentia customer” has been added on Sheet No. 6 and residential
loss factors have been added on Sheet No. 41, which are the same loss factors proposed for
other classes receiving service a secondary voltages.

On Sheet No. 11, education provisons for RESs and CSMs have been revised to
reflect materids availability and diminate mention of the initid training sessons conducted prior
to the October 1, 1999 non-resdentid market opening.

Sheet Nos. 18 and 19 were revised to coincide with the Tariff Schedule EDS revisons
to dlow requests to return to bundled tariff service by resdentia customersto be waived if
outsde the DASR window and to clarify that DASRswill be rgected for the same effective
date once a DA SR has been accepted for that date.

Please describe MidAmerican’s proposed changesto the Tariff Schedule SMS.
Similar revisons were made to the Tariff Schedule SMS as were made to Tariff Schedule EDS
and Tariff Schedule SEDS. Sheet Nos. 2, 4, 22, 28, 29, and 30 were changed to reflect the
avallability of metering services by MSPsto non-residentid customers.

Sheet No. 19 was revised to to coincide with the Tariff Schedule EDS revisons that
alow requeststo return to bundled tariff service by residentid customers to be waived if outsde

the DASR window and to clarify that DASRs will be rgected for the same effective date once a

-12-
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DASR has been accepted for that date.

Section 16-103(d) of the Act provides that
“any resdential or small commercial retail customer which electsdelivery
servicesisentitled to return to the eectric utility’ sbundled utility tariffed
service offering provided in accor dance with subsection (c) of this Section upon
payment of areasonable administrative fee which shall be set forth in the tariff,
provided, however, that the eectric utility shall be entitled to impose the
condition that such customer may not electric delivery servicesfor up to 24
months ther eafter.”

Does MidAmerican’s proposed tariff addressthisportion of the Act?

Yes. It providesthat aresdentia or smal commercid customer may return from delivery

services to bundled service a any time. MidAmerican is not proposing to impose an

adminigrative fee in connection with such aswitch. Customers would be required to remain on

bundled utility service for aminimum period of one year.

Functional Cost of Service Study

Q.

What isthe purpose of MidAmerican’s delivery service unbundling cost of service
analysis?

The purpose of MidAmerican’s delivery service unbundling cost of service andyssisto
develop arevenue requirement, by function, for a number of functions within ddivery service
(excdlugive of tranamission and ancillary services). Thisandyssis providedin

MidAmerican Exhibit No. 1.3.

What dataisthisanalysisbased on?

Thisanalyssis based on the account by account revenue requirement for ddlivery services
provided by Company Witness Tunning.

For what purposes arethe results of this study used?

-13-
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293 A The results of this sudy are used to develop a revenue requirement by customer rate classto be
294 used in the development of digtribution rates by rate class.

295 Q. Why isMidAmerican supporting a delivery service unbundling cost of service analysis
2% in this proceeding?

297 A The development of an unbundled cost of service Sudy is necessary for the development of

298 digtribution retes.

29 Q. What functions areincluded in thisanalysisfor developing MidAmerican’srevenue
300 requirements?

1 A MidAmerican is developing revenue requirements in this andysis for the following ditribution

302 functions.

303 - Subgtations

304 - Wires

305 - Transformers

306 - Sarvices

307 - Meters

308 - Lighting

309 - Meter Reading
310 - Customer Service
311

32 Q. Please describe briefly the contents of MidAmerican’s unbundled cost of service
313 study.

314 A MidAmerican’s unbundled cost of service study is comprised of the following components.

315 - Summary of Reaults

316 - Gross Electric Plant

317 - Adjustmentsto Rate Base

318 - Operation and Maintenance (O& M) Expenses
319 - Other Expenses

320 - Operating Revenues

321 - Taxes

-14-
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Payroll Allocators
Allocators

Gross Electric Plant

Q. Please describe the purpose of the Gross Electric Plant Page.

A. The purpose of the Gross Electric Plant Page is to dlocate plant, by account, to functions within
delivery sarvice.

Q. How ar e plant accounts allocated to function?

A. Plant Accounts 360-373 are directly assigned to the distribution function for which they pertain.
Intangible plant is alocated by directly assigning customer service plant and dlocating the
remaining intangible plant dollars based on gross didribution plant. Generd plant is alocated
based on gross distribution plant.

Adjusments to Rate Base

Q. Please describe the purpose of the Adjustmentsto Rate Base Page.

A. The purpose of the Adjustments to Rate Base page isto dlocate adjustments to rate base to
functions within ddivery service.

Q. How are adjustmentsto rate base allocated to function?

A. Accumulated provisons for depreciation and amortization are directly assgned according to the
type of plant the expenses are associated with (distribution plant, genera plant, etc.). Materids
and Supplies, Accumulated Deferred Income Taxes, and Accumulated Deferred I nvestment
Tax Credits are dlocated based on Tota Allocated Gross Plant. Budget Plan Balances,
Customer Advances and Customer Deposits are all ocated based on Gross Didtribution plant.

Q. Why are Materialsand Supplies, Accumulated Deferred | ncome Taxes, and

-15-
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Accumulated Deferred Investment Tax Creditsallocated based on Total Allocated
Gross Plant?

A. Materids and Supplies, Accumulated Deferred Income Taxes, and Accumulated Deferred
Investment Tax Credits are allocated based on Tota Allocated Gross Plant because they arise
directly from plant investment.

Q. Why are Budgeted Plan Balances, Customer Advances and Customer Deposits
allocated based on Gross Distribution Plant?

A. These items are gtrictly distribution items and are therefore alocated based on distribution plant
rather than tota plant.

O& M Expenses

Q. Please describe the purpose of the O& M Expense Page.

A. The purpose of the O&M Expense Page isto dlocate O& M expenses to functions within
ddivery sarvice.

Q. How are O& M Expenses allocated to function?

A. Digribution O& M accounts are dlocated directly to the function for which they pertain with the
exception of Customer Ingdlation Expense which is dlocated based on distribution plant for
sarvices and metering.  Supervision and engineering accounts are dlocated based on distribution
O&M payroll expense less supervison and engineering. Customer Service accounts are
alocated directly to function, with supervison and miscelaneous expense accounts being
alocated based on customer accounting O& M expense.

Q. How are Adminigrative and General accounts allocated to function?

A. Adminigrative and Generd Sdaries, Office Supplies and Expense, Adminidtrative Expense

-16-
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Transfer and Pensions and Benefits are alocated based on labor costs. Outside Services,
Injuries and Damages, Duplicate Charges Credit, Miscellaneous Generd Expense, Rents, and
Regulatory Commission Expense are dlocated based on O&M Expense. Property Insuranceis
alocated based on Gross Distribution Plant.

Why are Administrative and General Salaries, Office Supplies and Expense,
Administrative Expense Transfer and Pensions and Benefits allocated based on labor
costs?

Adminidrative and Generd Sdaries, Adminidrative Expense Trandfer and Pensions and
Benefits are dlocated based on |abor costs because they relate directly to labor provided for
support services. Office Supplies and Expenses are incurred by the personnd whose salaries
are charged to Adminigtrative and Generd Supplies, and therefore are dso dlocated based on
labor costs.

Why are Outside Services, Injuries and Damages, Duplicate Charges Credit,
Miscellaneous Gener al Expense, Rents, and Regulatory Commission Expense
allocated based on O& M Expense excluding fuel?

Outside Services, Injuries and Damages, Duplicate Charges Credit, Miscellaneous Generd
Expense, Rents, and Regulatory Commission Expense are alocated based on O&M Expense
excluding fud because these are generd expenses related to the overall operations of the
Company. O&M Expenseisthe best proxy for the overdl operation of the Company.

Why is Property Insurance allocated based on Gross Distribution Plant?

Because Property Insurance is directly related to the vaue of property, this expenseis dlocated

based on Gross Digribution Plant.

-17-



391

392

395

397

401

402

MidAmerican Exhibit No. 1.0

Other Expenses

Q. Please describe the purpose of the Other Expenses Page.

A. The purpose of the Other Expenses Page is to alocate Depreciation and Amortization expenses
and Taxes Other Than Income Tax to functions within ddivery service.

Q. How are Other Expenses allocated to function?

A. Depreciation and Amortization expenses for different plant categories are dlocated to function
based on the amount of that type of plant alocated to each function. Payroll taxes are alocated
based on labor expenses. Total Property Taxes, Invested Capital Taxes, and Red Edtate
Taxes are dlocated based on Gross Digtribution Plant. Occupation Taxes and Miscellaneous
Taxes are alocated based on Tota Allocated Gross Plant.

Operating Revenues

Q. Please describe the purpose of the Operating Revenues page.

A. The purpose of the Operating Revenues page is to alocate miscellaneous revenues to functions
within ddlivery service.

Q. How are Operating Revenues allocated to function?

A. Forfeited Discounts, Miscellaneous Service Revenue, Other Electric Revenues and Rent from
Electric Property are alocated based on Tota Allocated Gross Plant.

Taxes

Q. Please describe the purpose of the Taxes Page.

A. The purpose of the Taxes Pageisto caculate income tax ligbilities for each function within

digtribution as well as to alocate adjustments to taxable income and deferred income taxes to

functions within ddivery service

-18-
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Q. How are Taxes allocated to function?

A. Income taxes are not dlocated to function but are caculated separately for each function.
Those itemsthat affect the tax cdculation but are not directly calculated (Deferred Income
Taxes, Amortization of Investment Tax Credits, Other Adjustments to Taxable Income, Tax
Adjustment, and the Interest Synchronization pro forma) are alocated to function based on
Totd Allocated Gross Plant. Interest on Long Term Delt is dlocated to function based on
Rate Base.

Payroll Allocators

Q. What isthe purpose of the Payroll Allocator Page?

A. The purpose of the Payroll Allocator Page is to develop alabor alocator upon which to dlocate
certain A& G expenses and other payroll related expenses to functions within delivery services.

Q. What do the amountsin each of the accountsrepresented on this Page represent?

A. The amounts in these accounts represent the total amount of dollarsin those accounts that were
charged specificaly to payroll expenses. The accounts are listed on this page on an adjusted
[llinois delivery basis.

Q. How arethe accounts on this Page allocated to function?

A. The amounts in these accounts are dlocated to function within Digtribution on the same basis as
those accounts are allocated as shown on the O&M Expenses Page, with the exception of
Customer Accounting Expenses Supervison, Miscdlaneous Expense, and All Other which are
alocated based on Allocated Payroll — Customer Accounting Expense.

Allocation of Functionalized Coststo Rate Classes and Delivery Service Rate Design

Q. Please providetherationale for MidAmerican’s proposed rate design in this Docket.

-19-
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A. The rationae for MidAmerican's proposed rate design is found in MidAmerican Exhibit No.
1.4.

Cugtomer Classes

Q. What provisonsof the Act addresstheidentification of customer classes?
A. Section 16-608(c) of the Act provides, in part, that:

The dectric utility's tariffs shal define the classes of its customers for purposes of
delivery services charges. Delivery services shdl be priced and made available to dll
retail customers decting ddivery services in each such class on a non-discriminatory
basis regardless of whether the retail customer chooses the dectric utility, an affiliate of
the dectric utility, or another entity asits supplier of eectric power and energy.

Q. What customer classes does MidAmerican proposein its Delivery Services Tariffs?
A. MidAmerican proposes the following customer classes.

Subgtation Service

Primary Service

Three Phase Secondary Demand Service
Three Phase Secondary Energy Service
Single Phase Secondary Demand Service
Single Phase Secondary Energy Service
Resdentid Service

Lighting

MidAmerican has based its proposed customer classesin part on the customer’s
delivery voltage. Consideration of the delivery service voltage is contemplated in Section 16-
108(d) of the Act.

Changesin Rate Dedgn

Q. Does MidAmerican propose any changesin itsrate design for itsexisting delivery
servicesrates?

A. Yes. Inaddition to proposing changes in the overdl leves of these ratesin conformity with the

-20-



467

469

470

471

472

473

474

475

476

ar7

478

479

481

482

MidAmerican Exhibit No. 1.0

revenue requirement proposed in this Docket, MidAmerican is proposing severd changesin
rate design. Theseinclude:

Revisad minimum charges

Minimum metering requirements

Revised rate digibility

Revisad minimum billing demands

Revised basis for monthly metering charges
Why isMidAmerican proposing revised minimum demands?
Initsrate design proposal in Docket Nos. 99-0122/0130 (Consolidated), MidAmerican
proposed to implement demand ratchets on rates having demand charges. The Commission
ultimately rejected that proposad. Staff’ s testimony in those Dockets indicated that Staff was not
opposed to minimum bills. Staff Witness Thomas R. Stack stated that in recent years,
“minimum hills have been used to prevent customers from taking service under arate that was
designed to recover the costs associated with larger loads.” He further stated that he favored
minimum bills over demand ratchets because the * minimum does not change dueto usagein a
prior month as is the case with aratchet.” While MidAmerican continues to believe that
demand ratchets appropriately reflect cost causation principles, MidAmerican is proposing to
impose minimum billsin this proceeding to reflect the Commission's preference for minimum
bills over demand ratchets.

Presently, in the absence of ether minimum bills or demand ratchets, MidAmerican
ddivery services customers served from a dedicated substation would pay a cusomer charge
under $8.00. Clearly, such a charge would not recover the costs of a dedicated substation.

MidAmerican proposes to adopt a minimum hilling demand of 10,000 kW for Rate SS

cusomers. The minimum bill would be the current monthly service charge plus the demand
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charge multiplied by 10,000 kW. The proposed minimum demand for Rate SSis equd to the
exiging minimum demand for bundled Rate 53.

What impact would the proposed minimum demand have on existing cusomer s?

None. No customers are currently taking service on Rate SS. Each of the three customers
potentidly eigible to receive unbundled ddivery service on Rate SSis dready taking bundled
service on Rate 53, where a 10,000 kW minimum hilling demand is dready in effect.

What minimum metering sSandar ds does MidAmerican propose to implement?
MidAmerican proposes to require interval metering on customers served on Rates P and SS.
Would these requirements differ from those imposed on similar bundled service
customer s?

No. Rate 41l (abundled service rate corresponding to unbundled delivery services Rate P) isa
time of use rate which dready requiresinterval metering. Likewise, Rate 53 (abundled service
rate corresponding roughly to Rate SS) is dso atime of use rate which aready requires interva
metering. Interva metering would not be anew requirement imposed as a condition of ddivery
service, but would match the existing conditions imposed on similar bundled service customers.
Does MidAmerican propose minimum metering standardsfor itsother delivery
servicesrates?

No. MidAmerican’s metering requirements for delivery services rates other than Rate SS and
Rate P will not require interval metering.

Does MidAmerican propose any changesto its monthly metering service char ges per
meter?

Yes. MidAmerican proposes to revise the metering charges from charges based on the
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customer’ s rate code to charges based on the customer’ s specific meter requirements. Thiswill
dlow delivery services cusomers to pay metering charges based on the actud type of meter in
sarvice. The benefit for customers would be a more accurate payment of the actual cost of
metering services used in lieu of the broad class cost of metering. It dso providesapricing
sgnal for the delivery services customer for comparison to metering services provided by
MSPs.

How wer e the monthly metering services char ges derived?

A “typica” metering ingtallation was assigned to each rate class and the corresponding revenue
requirement was calculated for each meter type. Metering types which were not included as a
“typicd” metering ingtdlation for the purposes of the revenue requirement were scaled based on
the relationship between the ingdlation cost of the non+typical meter ingtdlation and the monthly
metering charge. For example, the unbundled ingtalation cost of a padmount primary three-
phase meter with kVARh and memory is 75.6% of theingtalation cost of a padmount primary
three- phase meter with kVARh, memory, and modem (standard meter for Rate SS); therefore,
the monthly metering service charge proposed is 75.6% of the standard Rate SS meter.
WhereisMidAmerican’soverall rate design philosophy addr essed?

A detailed rate design description is found in MidAmerican Exhibit No. 1.4.

Cost of Generation Facilities

Q.

A.

What provision doesthe Act make for including the cost of generation facilitiesin
delivery tariffs?
Paragraph 16-108(c) provides that the Commission shall aso be authorized to consder

whether, and if S0 to what extent, the following costs are appropriately included in the eectric
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utility's ddlivery servicesrates.

0] the costs of that portion of generation facilities used for the production
and absorption of reactive power..., and

(i) the costs associated with the use and redispatch of generation facilities
to mitigate congraints on the transmisson or distribution system....

Q. Does MidAmerican propose to include any generation costsin its Delivery Services
Tariffsas permitted under Section 16-108(c)?

A. MidAmerican does not at this time propose to include these generation costs in its Ddivery
Sarvices Tariffs.

Trandgtion Charges

Q. What provisions doesthe Act makefor transtion charges?

A. Section 16-102 of the Act defines trangtion charges.

Q. Does MidAmerican proposeto implement atranstion charge at thistime?

A. No. MidAmerican has not imposed trangition charges to date and does not propose to
implement them in this Docket.

Q. DoesMidAmerican’s proposed Delivery Services Tariff contain provisonsfor a
Power Purchase Option?

A. No. Since MidAmerican is not imposing trangtion charges, MidAmerican is not required to
offer a Power Purchase Option under Section 16-110 of the Act.

Q. Doesthis conclude your direct testimony?

A. Yes, it does.
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